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SUBJECT: INDIAN HANDLOOMED FABRIC PRODUCTS AND INDIAN ITEMS. 
REF: HONG KONG 12358 

1. HANDLOOM FABRICS, HAND-MADE COTTAGE INDUSTRY PRODUCTS 
MADE OF HANDLOOM FABRICS AND INDIAN ITEMS (TRADITIONAL 
FOLKLORE ITEMS) ARE EXEMPT FROM LIMITATION LEVELS OF 
BILATERAL AGREEMENT REGARDING TEXTILE IMPORTS FROM INDIA 
INTO THE UNITED STATES PROVIDING SHIPMENTS ARE PROPERLY 
CERTIFIED BY GOI. US CUSTOMS SERVICE HAS IN PAST 
ACCEPTED GOI CERTIFICATION WITHOUT QUESTION. RECENT CHECKS 
OF 15 SHIPMENTS OF PRODUCTS CERTIFIED AS HAND-MADE REVEALED 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 253435 

THAT ALL THESE SHIPMENTS WERE IN FACT FABRICATED IN PART 
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BY MACHINE. 

2. DEFINITIONS OF EXEMPT ITEMS AND CERTIFICATION PRO- 
CEDURES ARE CONTAINED ARTICLE 12 PARA 3 OF MFA, PARA 17 
AND 180F US-INDIA TEXTILE AGREEMENT OF AUGUST 6, 1974. 

AND THE ADMINISTRATIVE ARRANGEMENT OF AUGUST 6,1974. 
CONCERNING VISA AND CERTIFICATION PROCEDURES. THESE 
DEFINITIONS CLEARLY INDICATE EXEMPT ITEMS WILL BE 
"FABRICATED BY HAND" OR "HAND-MADE". U.S. HAS REPEATEDLY 
COMMUNICATED TO INDIANS DURING PREVIOUS DISCUSSIONS OF 

QUESTION GOING BACK TO EARLIER BILATERAL AGREEMENTS VIEW 
THAT THESE TWO PHRASES ELIMINATE USE OF ANY MACHINES OR 
ANY ELECTRICALLY OR MECHANICALLY POWERED SOURCES IN THE 
FABRICATION PROCESS. AT OCTOBER 21 MEETING, DIXIT AC- 
KNOWLEDGED THAT INDIAN CERTIFICATION PRACTICES FOR EXPORTS 
TO U.S. NOT BASED ON INTERNATIONALLY ACCEPTED UNDER- 
STANDING OF MFA PROVISIONS. 

3. ON AUGUST 12, MICHAEL B. SMITH, CHIEF US TEXTILE 
NEGOTIATOR DISCUSSED THE INCORRECT CERTIFICATION OF 
INDIAN HANDLOOM PRODUCTS IN DETAIL WITH RAMESH PANDEY OF 
INDIAN EMBASSY IN WASHINGTON, AND PRESENTED INDIANS WITH A 
LETTER ACCOMPANIED BY SUGGESTED AMENDMENTS TO THE 
ADMINISTRATIVE ARRANGEMENT WHICH AT THAT TIME WE BELIEVED 
MIGHT CORRECT DEFICIENCIES IN CERTIFICATION PROCESS. 

WHEN NO ANSWER WAS RECEIVED TO THIS LETTER WE AGAIN 
DISCUSSED PROBLEM WITH PANDEY ON SEPTEMBER 24, AT WHICH 
TIME INDIANS MAINTAINED THAT "HAND-MADE" DID NOT EXCLUDE 
SOME DEGREE OF MACHINE PROCESSING. ON OCTOBER 7, 

INDIANS PROVIDED DIPLOMATIC NOTE OFFERING CERTAIN PRO- 
CEDURAL CHANGES EXPANDING THEIR DEFINITIONAL ARGUMENT AND 
DENYING NEED TO "MODIFY AGREEMENT SUBSTANTIALLY". 

4. IN DISCUSSION WITH COMMERCIAL MINISTER J. N. DIXIT OF 
INDIAN EMBASSY ON OCTOBER 21, WE SPECIFIED THAT U.S. OB- 
JECTIVE WAS TO CARRY OUT EXISTING AGREEMENT NOT TO MODIFY 
IT IN ANY WAY OR TO CHANGE ITS DEFINITION OF EXEMPT 
PRODUCTS. AT THE REQUEST OF DIXIT, WE AGREED TO WITHHOLD 
INSTRUCTIONS TO U.S. CUSTOMS TO CONFIRM ELIGIBILITY OF 
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ALL CERTIFIED SHIPMENTS UNTIL AFTER VISIT OF DEPUTY 
MINISTER VISHWANATH PRADAP SINGH ON OCTOBER 31 NOVEMBER 1 
WHEN AN "EXCHANGE OF VIEWS" ON SUBJECT WOULD TAKE PLACE. 

WE ANTICIPATE THAT FOLLOWING MINISTER SINGH’S VISIT, WE 
WILL WORK OUT WITH CUSTOMS PROCEDURES TO PREVENT CON- 
TINUED MISUSE OF THE CERTIFICATION AND INCORPORATE IN 
BILATERAL AGREEMENT. 
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5. DIXIT STATED THAT IMPORTANCE INDIA ATTACHES TO QUESTION 
STEMS FROMITS APPREHENSION THAT GREAT MAJORITY OF INDIAN 
EXPORTS TO US OF ITEMS CERTIFIED OR EXEMPT HAVE BEEN 
SEWN WITH POWER DRIVEN MACHINES. HE AND OTHER INDIAN 
OFFICIALS EMPHASIZED HARDSHIP WHICH WOULD RESULT FROM 
U.S. INSISTENCE THAT TRADE PATTERN CONFORM TO TERMS OF 
AGREEMENT. HOWEVER, DENIAL OF EXEMPTION TO INDIAN TEXTILES 
WOULD NOT EXCLUDE THESE PRODUCTS FROM IMPORTATION INTO 
THE US. PRODUCTS NOT EXEMPT FROM BILATERAL AGREEMENT ARE 
GOVERNED BY TERMS OF AGREEMENT. AND MAY BE IMPORTED IN 
QUANTITIES AUTHORIZED IN AGREEMENT. INDIAN APPREHENSION 
OF TRADE PROBLEMS MAY TURN OUT TO HAVE SOME FOUNDATION 
OF TRADE PROBLEMS MAY TURN OUT TO HAVE SOME FOUNDATION 
SINCE PRELIMINARY DATA FOR AGREEMENT YEAR ENDING SEPTEMBER 
30 INDICATES INDIA MAY HAVE MADE SHIPMENTS IN EXCESS AT 
AGREEMENT LEVELS. BUT WHATEVER PROBLEMS MAY ARISE WOULD 
APPEAR (1) TO BE OF INDIA'S OWN MAKING AND (2) TO PROVIDE 

NO BASIS FOR MODIFYING AGREEMENT FREELY NEGOTIATED BY TWO 
PARTIES LAST YEAR. 

6. FOR HONG KONG: YOU MAY WISH TO GIVE BUYING OFFICES 
OUR TEXTUAL ARGUMENTS AND RESULTS OF U.S. CUSTOMS' IN- 
VESTIGATION INDICATING THAT PRESENT IMPLEMENTATION POLICY 
WILL NOT BE CHANGED, BUT THAT, AS IMPROPER CERTIFICATIONS 
ARE PROVING TO BE WIDESPREAD, EXECUTION OF THAT POLICY 
WILL CERTAINLY BE MORE ENERGETIC IN FUTURE. IF 
CERTIFICATIONS ARE IMPROPER, GOODS WILL BE CHARGED TO 
LIMITATION LEVELS OF AGREEMENT IN ACCORD WITH PARA 7 OF 
ADMINISTRATIVE ARRANGEMENT. INGERSOLL 
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